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NEW ESTIMATES OF TAX COLLECTION TRENDS 
IN THE UNITED STATES 


New estimates of tax collection trends in the Uni- 
ted States indicate that total tax collections during 
the current fiscal year—1942—will exceed $22 billion, 
or $166.30 on a per capita basis. Expressed as a ratio 
to national income, total tax collections will reach 
a level of 23.5%. 

Since the ratio of total governmental expenditures 
to national income is placed at 36.8% for the current 
fiscal year, the continuance of the upward trend in 
both tax collections and public debt is a foregone 
conclusion. Present and probable future tax burdens 


HE passage of the Revenue Act of 1941 — the larg- 

est and most broadly based revenue measure in the 
nation’s history — and the second revision of the 
federal budget estimates for the fiscal year 1942 have 
stimulated discussion of the over-all tax burden. That the 
emergency defense program has accentuated the upward 
trend of federal, state and local taxes is evident in the new 
estimates presented in this article. That this upward trend 
will continue at an accelerated pace is further evident in the 
attention now directed toward several drastic tax proposals. 
During the current fiscal year — 1942 — total gross tax 
collections are expected to exceed $22 billion. Expressed 
in terms of a per capita figure, this amounts to $166.30. 
Even on a net basis — which excludes payroll taxes — tax 
collections will approach $20.5 billion or $152.41 per capita. 
Total gross tax collections will be equivalent to 23.5% 
of the expected national income; net tax collections, 21.6%. 
These figures assume a greater significance when viewed 
in the light of probable future tax burdens. The Federal 
Government is now in the twelfth consecutive year of deficit 
financing. Its cumulative deficit through June 30, 1941 
amounted to more than $32 billion. The comparable figure 
as of June 30, 1942 will probably exceed $44 billion. Def- 
icit financing — though a necessary policy in the emergency 
defense period — is in reality a method of deferring part 
of the tax burden to the future. Measures of tax collection 
trends are the major concern of this article. ihe relation- 
ship of taxes to total governmental expenditures, however, 


suggest that the role of government will continue to 
expand, resulting in further encroachments of the 
public sector upon the private sector of the economy. 

InviewQithe present and future tax increase oc- 
casioned, by the defense effort, it becomes increasingly 
hecessaty to achieve economy and efficiency in all 
governmental a¢tivities and to curtail or eliminate 
nonessentral, ndadefense items of governmental ex- 
pense. These adoption of this approach will 
go ‘far, to ifisuré/the success of the defense effort as 
well ‘asthe -Foture fiscal stability of the nation. 


cannot be ignored. It is pertinent to mention that total 
expenditures of federal, state and local governments for 
the current fiscal year will approximate $35 billion, a figure 
equivalent to 36.8% of the national income!. 


TAX COLLECTION TRENDS 


Since 1933 the trend of tax collections — federal, state 
and local — has been generally distinctly upward, as evi- 
dent in Table 1. The 1933 total for all governmental units 
was $7.5 billion, a figure surpassed by federal tax collec- 
tions alone in 1941. 

Increases have been sharpest at the federal and state levels. 
Since 1933 the Federal Government has made extensive 
use of the taxation power not only as a revenue producer 
but as an instrument of economic and social control. The 
Revenue Acts of 1940 and 1941 were incorporated in a tax 
structure which had already been drastically revised during 
a depression decade. Although the Revenue Act of 1941 
will not be operative for the entire current fiscal year, total 
federal tax collections for the year — before the deduction 
of the net appropriations to the old age trust funds — are 
estimated at $12.6 billion. Although this will be an all-time 
high in federal tax collections, there are many who feel 
that the estimate is conservative, that actual tax collections 
for the current year will exceed $13 billion. 

State government taxes are also rising sharply, reflecting 
the acceleration of business and national defense activities. 


~T Based on estimated $24.5 billion in federal expenditures and $10.5 
billion in state and local expenditures. 
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TABLE 1: TAX COLLECTIONS IN THE UNITED STATES, 
FISCAL YEARS 1913 AND 1922-1942 


Source: United States Treasury Department, Bureau of the Census, 


National Industrial Conference Board and the Tax Foundation 


Millions of Dollars 

















Year Total Fereral’ State’ Local’ 
1913 2,187 668 300 1,219 
1922 7,502 3,487 858 3,157 
1923 7,234 3,032 917 3,285 
1924 7,812 3,193 1,017 3,602 
1925 7,884 2,966 1,107 3,811 
1926 8,605 3,207 1,264 4,134 
1927 9,059 3,337 1,355 4,367 
1928 9,342 3,194 1,507 4,641 
1929 9,759 3,328 1,612 4,819 
1930 10,266 3,468 1,780 5,018 
1931 9,300 2.927 1,778 4,805 
1932 8,146 1,788 1,642 4,716 
1933 7,500 1,785 1,505 4,210 
1934 8,771 2,890 1,721 4,160 
1935 9,730 3,545 1,886 4,299 
1936 10,505 3,845 2,370 | 4,290 
1936a 10,472 3,845 2,338 4,289 
1937 12,503 5,028 3,105 4,370 
19374 11,890 4,763 2,759 4,368 
1938 14,072 5,934 3,595 | 4,543 
1938@ 12,978 5,547 2,893 |. 4,538 
1939 13,677 5,412 3,609 4,656 
1939a 12,368 4.909 2810 | 4,649 
1940 14,341 5,566 3,875 | 4,900 
1940a 12,949 5,028 3,028 | 4,893 
1941 16,913 7,663 4,200 5,050 
19414 15,364 7,002 3,319 5,043 
1942 22,364 12,564> 4,600¢ 5,200 
1942a 20,496 11,7036 3,600¢ 5,193 











? Local taxes for the years 1938 to 1942 are 2 sdioninaes estimates by Tax 
Foundation. 

2 Federal tax collections less refunds. 

% Excludes local shares of state taxes. 

a. State and local tax collections are on a basis that excludes all pay-roll 
taxes. Federal tax collections are on a net basis, derived by deducting 
the net appropriation for Federal Old-Age and Survivors Insurance Trust 
Fund from the total of internal revenue and customs. 

b. Derived from the revised estimates of the 1942 Budget (October 4, 1941). 

c. Preliminary estimate by Tax Foundation; includes an estimated $i billion 
in pay-roll taxes. 


Preliminary figures of the United States Bureau of the 
Census, shown in Table 2, reveal that total state taxes for 
the fiscal year 1941 will approach $4.5 billion, an increase 
of 7% over the collections for the previous year. On a basis 
that excludes an estimated $300 million of local shares, 
state tax collections for 1941 are at an all-time high level. 

A major factor in the increase in both federal and state 
tax collections is the current accelerating business activity. 
The preliminary reports on state taxes, as shown in Table 2, 
may be considered as valid business indices. Taxes on in- 
come, sales and payrolls are especially indicative of im- 
proved business. The 17% increase in 1941 State income 
tax collections over the 1940 figure, the 9% increase in 
total sales taxes, and the 4% rise in unemployment com- 
pensation taxes reflect the general rise in the national income 
occasioned by national defense activities. Comparable in- 
creases may be expected in the current fiscal year, a year 
in which national income is expected — according to official 
estimates — to exceed $95 billion. 





October, 1941 


PER CAPITA TAX BURDEN 


Another method of describing taxation trends involves 
the measurement of total amounts on a per capita basis. Like 
most statistical measures, the per capita method has limita- 
tions. It does, however, take into consideration the influence 
of population trends. Tax collections on a per capita basis 
are shown in Table 3. 

These data indicate that the increase in tax collections 
has, on a proportionate scale, far outstripped the growth 
in population. Whereas the total population has increased 
by less than 10% during the past decade, per capita taxes 
will have increased approximately 150% during the same 
period. 


TAX COLLECTIONS AND NATIONAL INCOME 


More significant as a measure of the over-all burden of 
taxation is the ratio of tax collections to national income. 
This ratio is shown in Table 4 for the fiscal years 1913 
and 1922 to 1942. 


TABLE 2: ESTIMATED TOTAL STATE TAX COLLECTIONS! 
IN 1941 BY TYPE OF TAX WITH CORRESPONDING 
COLLECTIONS IN 1940 


Source: United States Bureau of the Census, 
Special Study No. 16, October 6, 1941 























Amount Collected Percent 
(In millions) Change 
Type of Tax —_—__—_—_———-—| 1940to 
1941 1940 1941 
Total collections: 
Including unemployment compen- 
SREROES ORM OS cers scicvcensiss stances $4,451 | $4,171 + 7 
Excluding unemployment compen- 
Lr; ane me Meneoee woe] 3,570 | __3,327 +7 
General and Selective Property 
AMEE edicts thence 254 263 a. 
SOVIET AMES oa scconsehscvns ict oecncors 59 52 +13 
ROR MNS icc cate asec parapets 1,796 1,647 +9 
INT NOS 5 scone 552 490 +13 
ns OE | ee eee ee eee ee 910 845 + 8 
Alcoholic beverages ......csccsssses 215 200 +8 
ce | oe 103 97 + 6 
All other sales. ................. 16 14 +14 
Motor Vehicle Licenses 416 388 + 7 
Taxes on Specific Businesses ............. 452 444 + 2 
Net Imcome Taxes: -.:ccccesecesssesesecscseseseenses 420 358 +17 
ONE COEPIOERTIONG 5 casccceossccssex 157 123 +27 
On individuals .......... 208 188 +11 
Undistributable 55 46 19 
Inheritance, Estate and Gift Taxes... 122 118 3 
Poll, Hunting and Fishing, Docu- 
mentary and Miscellaneous ........... 51 58 —12 
Unemployment Compensation? ........... 881 844 aca 





1 Local shares of state taxes are included in the totals 
2 Contributions to State clearing accounts, obtained from the Social Security 
Board 
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TABLE 3: PER CAPITA TAX COLLECTIONS, * 
FISCAL YEARS 1913 AND 1922-1942 








Year Total Federal’ State” Local* 
1913 $22.66 $ 6.92 $ 3.11 $12.63 
1922 68.28 31.74 | 7.81 28.73 
1923 64.86 27.19 | 8.22 29.45 
1924 69.01 yi 8.98 31.82 
1925 68.64 25.82 9.64 33.18 
1926 73.84 27.52 10.85 35.47 
1927 76.64 28.23 11.46 36.95 
1928 77.94 26.65 12.57 38.72 
1929 80.30 27.38 13.26 39.65 
1930 83.40 28.17 14.46 40.77 
1931 74.93 21.89 14.33 38.71 
1932 65.18 14.31 13.14 37.74 
1933 59.63 14.19 11.97 33.47 
1934 69.27 22.83 13.59 32.85 
1935 76.30 27.80 14.79 33.71 
1936 81.80 29.94 18.45 33.40 
1936a 81.54 29.94 18.20 33.40 
1937 96.72 38.90 24.02 33.80 
19378 91.98 36.85 21.34 33.79 
1938 108.07 45.57 27.61 34.89 
1938a 99.67 42.60 22.22 34.85 
1939 104.27 41.26 27.51 35.50 
19394 94.29 37.42 21.42 35.45 
1940 108.92 42.28 29.43 37.21 
19404 98.33 38.18 23.00 37.15 
1941 126.96 57.52 31.53 37.91 
19414 115.33 52.56 24.92 37.85 
1942 166.30 93.43b 34.21¢ 38.66 
1942a 152.41 87.02> 26.77¢ 38.62 


*For notes 1-3 and a-c, see notes to Table I. 


For the current fiscal year — 1942 — the ratio of total 
tax collections to national income is placed at 23.5%. This 
compares with a figure of 17.3% a decade ago and with 
a ratio of 6.2% for the fiscal year 1913. In terms of ratios 
to national income, total tax collections have, within the 
span of three decades, quadrupled. 

As a percentage of national income, local taxes have re- 
mained relatively stable. The sharpest increases have come 
at the state and federal levels, with the accent on the latter. 
As a percentage of national income, federal tax collections 
have tripled in the past decade. 

The significance of this increase is augmented when it 
is remembered that the federal accounts showed a deficit 
of $2.5 billion for 1932 and a deficit twice that size for 
1941. The anticipated deficit for 1942 is $12.5 billion, 
indicating that the margin between receipts and expendi- 
tures is still widening despite the all-time record tax col- 
lections.1 

IMPLICATIONS OF THE UPWARD TREND 


An obvious conclusion to be drawn from these taxation 
data is that the role of government in the economy is a 
rapidly increasing one. While no single measure of that role 
is entirely adequate, the per capita figures and the ratios 
of tax collections to national income indicate clearly that 
governmental activity represents a much larger proportion 
of the total than ten years ago. 





1See ‘‘New Levels in Federal Finance,’’ The Tax Review (September, 
1941), Series B, p. 37. 





Developments of the past decade had already indicated 
that the scope of governmental activities would be con- 
siderably widened during the present decade. The impact 
of the defense program has accentuated the expanding role 
of government and has made certain the continuance of 
the trend. High ratios of tax collections to national income, 
as well as the higher ratios of governmental expenditures 
to national income and the relatively large income pay- 
ments by government, may be expected to continue for an 
indefinite period. 

Mounting deficits and increasing expenditures at all levels 
of government imply still heavier tax burdens and still 
larger public debts. The current high level of taxation has 
been attained through numerous additions to the tax struc- 
ture and sharp increases in rates. Tax measures originally 
enacted as emergency legislation have assumed a perma- 
nent status. Both direct and indirect burdens have been 
substantially increased, so that businesses and individuals 
are now contributing more heavily than ever to government. 

High per capita tax burdens and high ratios of tax col- 
lections to national income are, to some extent, indicative 
of the degree of socialization in the economy. A further 
broadening of the public sector may bring a corresponding 
narrowing of the private sector. The loss of resiliency in 
the whole economy would pave the way for a rapid transi- 
tion to complete socialization. 


TABLE 4: TAX COLLECTIONS AND NATIONAL INCOME,* 
FIscAL YEARS 1913 AND 1922-1942 


National Tax Collections 
Income Li ; 
Year in Billions —- All Tax Per Cent of National Income 


of Dollars | pojljars | Collections! Federal*| State? Local*® 











1913 35.4 2,187 6.2 1.9 0.8 3.4 
1922 56.7 7,502 13.2 6.1 1.5 5.6 
1923 65.3 7,234 11.1 4.6 1.4 5.0 
1924 70.1 7,812 11.1 4.6 1.5 5.1 
1925 Ta 7,884 10.9 4.1 £5 5.3 
1926 75.9 8,605 11.3 4.2 1.7 5.4 
1927 76.7 9,059 11.8 4.4 1.8 5.7 
1928 78.3 9,342 11.9 4.1 1.9 5.9 
1929 81.8 9,759 11.9 4.1 2.0 5.9 
1930 76.2 10,266 13.4 4.6 2.3 6.6 
1931 61.7 9,300 15.1 4.4 2.9 7.8 
1932 47.2 8,146 17.3 3.8 3.5 10.0 
1933 41.3 7,500 18.2 4.3 3.6 10.2 
1934 46.4 8,771 18.9 6.2 3.7 9.0 
1935 53.1 9,730 18.3 6.7 3.6 8.1 
1936 60.5 10,505 17.4 6.4 4.9 73 
19364 60.5 10,472 17.3 6.4 3.9 pA 
1937 68.3 12,503 18.3 7.4 4.5 6.4 
19374 68.3 11,890 17.4 7.0 4.0 6.4 
1938 67.9 14,072 20.7 8.7 5.3 6.7 
19384 67.9 12,978 19.1 8.2 4.3 6.7 
1939 67.6 13,677 20.2 8.0 5.3 6.9 
19394 67.6 12,368 18.3 7.3 4.2 6.9 
1940 73.4 14, 341 19.5 7.6 5.3 6.7 
19408 73.4 12,949 17.6 6.9 4.1 6.7 
1941 82.0 16,913 20.6 9.3 5.1 6.2 
19414 82.0 15,364 18.7 7.4 4.0 6.2 
1942 95.0 22,364b 23.5 13.2 4.8¢ 5.5 
19428 | 95.0 | 20,496>| 21.6 | 12.3 | 3.8 | 5.5 95.0 20,496» 21.6 12.3 3.8¢ 5.5 


*For notes 1-3 and a-c, see notes to Meeniiols_. anaes ts.& @&=€©= ht 3 
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SOME OBSERVATIONS 


The upward trend in tax collections was evident long 
before the current national defense effort was inaugurated. 
The appalling but necessary costs of defense mean heavier 
tax burdens and more drafts upon the public credit. Addi- 
tional taxes, however, as well as other sacrifices occasioned 
by the defense program, are willingly borne by individuals 
and businesses. 


In view of present and future tax increases occasioned by 
the defense effort, it becomes increasingly necessary to 
check the upward trend of ‘‘nondefense tax collections.” 
This objective can be attained only by achieving efficiency 
and economy in all governmental activities, by curtailing or 
eliminating nonessential, nondefense items of governmental 
expense. The universal adoption of this qualitative ap- 
proach would go far to insure the success of the defense 
effort as well as the future fiscal stability of the nation. 


APPROPRIATIONS, CONTRACT AUTHORIZATIONS 
AND RECOMMENDATIONS OF NATIONAL DEFENSE 
FISCAL YEARS 1941 AND 1942 (AS OF OCTOBER 2, 1941) 








Army 





Other 
Navy Agencies 








Fiscal Year 1941 


Appropriations enacted ..... . $ 8,480,613,877 
Contract authorizations enacted .... 5,006,589,651 
sss chsievaningsinies JURE 
Deduct cash included to liquidate 1941 contract 


authorizations. ..... 203,626,456 


$ 3,548,748,345 
946,098,112 
4,494,846,457 


28,560,000 





. $13,283,577,072 
Fiscal Year 1942 


. $14,645,279,287 
183,145,695 


ge | ee 


Appropriations enacted . 

Contract authorizations enacted ................ 

Pending before “siisiantd 
APPLOpriatiOns on... oes 
Subtotal vonuee 14,828,424,982 
Deduct cash included to » liquidate 1941 contract 


authorizations. ............... 3,357,373,076 


Net total, 1942 


Net total, 1941 and 1942 
Defense appropriation aid act, 1941 oocccccccscsncsnseensns 
Additional defense aid (pending) sila 
Estimated appropriations required beyond 1942 to 
complete construction of the expanded Navy 


CS 


. $11,471,051,906 
$24,754,628,975 


* 


is made. 
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$ 4,466,286,457 


$ 5,683,847,907 
41,448,894 


120,996,000 
5,846,292,801 


615,453,690 
$ 5,230,839,111 
$ 9,697,125,568 








Quotation of material in this publication 
is permitted when acknowledgment 


$ 1,282,171,908 
389,000,000 
1,671,171,908 


75,000,000 
$ 1,596,171,908 


$ 1,640,332,250 
1,287,000,000 


16,957,725 
2,944,289,975 


235,653,000 
$ 2,708,636,975 
$ 4,304,808,883 













$13,311,534,130 
6,341,687,763 
19,653,221,893 


307,186,456 
$19,346,035,437 


$21,969,459,444 
1,511,594,589 


137,953,725 
23,619,007,758 


4,208,479,766 
$19,410,527,992 


$38,756,563,429 
7,000,000,000 
5,985,000,000 


8,413,000,000 
$60,154,563,429 
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